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G FRKHVLRQ DQG WKH DSSURSULDWH FKDQJHV ZHUH PDGH
ILOHWKHVHFRQGSDUWIRFXVHVRQWKHSURGXFWFKDUDFWHU
ZDVVHQWWRWKHILUPVLQDGYDQFHLQRUGHUWRH[SODLQWK
KHUHVSRQVHV
KHU WKH ILUPV¶ RZQHUV RU WKH H[SRUW PDQDJHUV V
RGXHWRWKHQDWXUHDQGFRPSOH[LW\RIWKHTXHVWLRQV7
WIXODQVZHUVZHUHREWDLQHG7KHLQWHUYLHZVZHUHFRQ
WKH TXHVWLRQV DQG DQVZHUV 0RUHRYHU EHFDXVH RI W
SSRUWXQLW\ WR H[SUHVV WKHPVHOYHV DQGPRYH IRUZDUG
QRIHDFKLQWHUYLHZZDVDSSUR[LPDWHO\DQKRXU
ULVWLFV LV SUHVHQWHG LQ WDEOH  ,QIRUPDWLRQ UHODWH
WR H[SRUW WKH QXPEHU RI HPSOR\HHV DQG WKH TXDQ
VWLFVUHJDUGLQJWDUJHWPDUNHWVH[SRUWH[SHULHQFHZL
ROLYHV DV WKH\ DUH
HWKHJDSEHWZHHQ
DFKZDVXVHG7KH
FDVHV<LQ
KHLUSHUFHSWLRQRQ
SDUWLFLSDWH LQ WKLV
UDWLQJ LQ WKHPDLQ
RUGHUWRHQVXUHWKH
DQFLDOLQIRUPDWLRQ
RIQHZNQRZOHGJH
QJ DQG 3DFNDJLQJ
VZHUHHVWDEOLVKHG
RQH WKDW KDV EHHQ
FDOO\ WR WKH 86$
ISUHPLXPTXDOLW\
$OOSDUWLFLSDQWV
LSDWH ZLWKRXW DQ\
UHHO\H[SUHVVWKHLU
HRQO\GDWDVRXUFH
GGLVFXVVHGZLWKD
 7KH ILUVW VHFWLRQ
LVWLFVDQGWKHWKLUG
HDLPRIWKHVWXG\
LQFH WKH\ KDYH D
KHLUDQVZHUVZHUH
GXFWHGLQ*UHHNWR
KH VHPLVWUXFWXUHG
ZLWKRXW DZNZDUG
G WR WKH \HDU RI
WLWLHV H[SRUWHG DUH
WKWKHH[FHSWLRQRI
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WZRRQHLVDQH[SRUWHUIRUPRUHWKDQILIW\\H
VHOOLQJZKLFKLVSHUFHLYHGE\DOODVSUHPLXP


$VVHHQLQWKHWDEOHDERYHILUPLVDQ
TXDQWLW\ZKHUHDVLWVRWKHUFKDUDFWHULVWLFVDUH
WKDWH[SRUWVELRORJLFDO WDEOHROLYHV7KH ILUP
EHWZHHQDVSHFLDOL]HGILUPRIVPDOOHUVL]HDQ
)LUPVL]HQXPEHURIHPSOR\HHV
$OO ILUPV H[DPLQHG DUH 60(V 7KH GLII
SURGXFWVWKH\SURGXFH)LUPVDQGH[S
RWKHUIRRGSURGXFWVOLNHSHSSHUVDQGSLFNOHV
H[SRUWVDYDULHW\RIROLYHWUHHSURGXFWV
([SRUW([SHULHQFH
$WRWDORI ILUPVVWDUWHGH[SRUWLQJ WKH I
HVWDEOLVKPHQW  )LUP  KDV WKH ORQJH
FXUUHQWHFRQRPLFFULVLVLQ*UHHFH
,QUHJDUGVWRH[SRUWPDUNHWVILUPH[S
FRXQWU\)LUPH[SRUWVWRFRXQWULHV,Q
)LUPH[SRUWVRQO\ZLWKLQWKH(8
$OO ILUPV H[FHSW ILUP  DUH H[SRUW H[SH
H[SRUW WRPDQ\ FRXQWULHV2QO\ ILUPV  ,
ZKLOHWKHUHVWKDYHLGHQWLILHGWKH86DQG$XV
8QLWHG$UDE(PLUDWHV
&XVWRPHUV
7KHVDPSOH¶VH[SRUWHUVVHUYHYDULRXVFXVW
)LUP³2XUFXVWRPHUVKDYHWKHLURZQEUDQ
WUDGHUVUHVWDXUDQWVVKLSVDQGVXSHUPDUNHWFK
EXON TXDQWLWLHV WR WKHLU FXVWRPHUV ,Q WKH
FKDUDFWHULVWLFVRIWKHLUSURGXFWV
7DEOH
7DEOH
DUVDQGWKHRWKHUIRUILYH\HDUVDQGWKHTXDOLW\RIWKH

RXWOLHUUHJDUGLQJTXDQWLWLHVH[SRUWHGVLQFHLWH[SRUWV
VLPLODUWRWKRVHRIWKHUHVWRIWKHILUPV7KLVLVDVSH
ZDV LQFOXGHG LQ WKH VDPSOHDVDQRXWOLHU WRREVHU
GWKHODUJHUILUPV
HUHQFH LQ WKH ILUPV¶ VL]H REVHUYHG FDQ EH H[SODLQHG
RUWRQO\WDEOHROLYHVZKLOH DQGH[SRUWDOVROL
)LUPVDQGH[SRUWDZLGHUDQJHRI*UHHNIRRG
LUVW \HDURI WKHLU HVWDEOLVKPHQW DQG
VW SHULRG UHJDUGLQJ H[SRUWV ZKLOH ILUP  VWDUWHG H
RUWVWRFRXQWULHVILUPWRILUPWRDQG
WKHSDVWILUPZDVH[SRUWLQJLQFRXQWULHVEXWFX
ULHQFHG VLQFH WKH\ KDYH EHHQ DFWLYH LQ H[SRUWV IRU
WDO\ DQG  PDLQO\ 6FDQGLQDYLDQ&RXQWULHV H[SRU
WUDOLDDVWKHLUPDLQPDUNHWVIROORZHGE\(8FRXQWULH
RPHUVDVGHSLFWHGLQWDEOH7KHPRVWLQWHUHVWLQJUHV
GVZHDUHWKHLUVXEFRQWUDFWRUV´DQG)LUP³2XUP
DLQV´&RPSDQLHVDQGGRQRWDGGYDOXHWRWKHLU
 FDVH RI ILUP  WKH\ VHOO RQO\ WR GHOLFDWHVVHQ V
SURGXFWVWKH\DUH
DUHODWLYHO\VPDOO
FLDOL]HGFRPSDQ\
YH WKHGLIIHUHQFHV
 E\ WKH UDQJH RI
PLWHGTXDOLWLHVRI
SURGXFWVZKLOH
RQH ULJKWDIWHU LWV
[SRUWLQJ DIWHU WKH
ILUPRQO\WR
UUHQWO\H[SRUWVLQ
VHYHUDO \HDUV DQG
W RQO\ WR (XURSH
V&DQDGDDQGWKH
SRQVHFRPHVIURP
DLQFXVWRPHUVDUH
SURGXFWVDQGVHOO
WRUHV GXH WR WKH
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
5HJDUGLQJFXVWRPHUVHOHFWLRQFULWHULDDOO
7KHUHSUHVHQWDWLYHRI ILUPUHSRUWHG³:
WKHLUUHSUHVHQWDWLYHPDUNHWVDQGZLOOLQJQHVV
VHULRXVDQGKRQHVWIDLULQWKHLUSD\PHQWV´³
RI)LUP)LUPH[SHFWVSD\PHQWSXQFW
QRWRQO\WKHPRVWZHOONQRZQ$GGLWLRQDOO\

$VGHSLFWHGDERYHWDEOHDOOILUPVKDY
ZLOOLQJQHVVDQGDELOLW\WRKRQRUDJUHHPHQWV
HWF 4XDOLW\ DVVXUDQFH LV LGHQWLILHG RQO\
V\VWHPV3ULFHLVPHQWLRQHGRQO\E\WZRILU
*UHHFHWKH\H[SHFWWRSD\DSUHPLXPSULFH´
LQQRYDWLYHLGHDV
&RPSHWLWLRQ
$FFRUGLQJWRDOORIWKHUHVSRQGHQWVFRP
PDLQFRPSHWLWRU2WKHUFRPSHWLWRUVDUHILUP
WKH HQWUHSUHQHXU VWDWHG WKDW ³7KHPDLQ FRP
WDEOH ROLYHV´ 'XH WR WKHLU VL]H DQG TXDQWL
VFDOHZKLOH ILUPV IURP7XUNH\(J\SW&K
*UHHNWDEOHROLYHH[SRUWHUVDVSURGXFHUVRIO
3URGXFW&KDUDFWHULVWLFV
7KHUHVSRQGHQWVZHUHDVNHGWRLGHQWLI\
DEVWUDFWDQGRSHQLQRUGHUWRUHFHLYHGLIIHUHQ
7DEOH
7DEOH
UHVSRQGHQWVKDYHLGHQWLILHGWUXVWZRUWKLQHVVDVWKHP
HVHHN WUXVWZRUWK\FXVWRPHUV WKDWKDYHVWURQJSUHVHQ
IRULQQRYDWLRQDQGGHYHORSPHQW´)LUPUHTXLUHVF
:HZDQWFRQVLVWHQF\LQSD\PHQWVDQGFRQVWDQWGHP
XDOLW\DQGVHHNVSDUWQHUVZKRGHPDQGDODUJHYDULHW\
WKH\YDOXHJRRGFRPPXQLFDWLRQZLWKWKHLUFXVWRPHUV
HLGHQWLILHGTXDOLW\DVDIDFWRUWKDWWUDGHSDUWQHUVYDOX
TXDQWLW\DQGTXDOLW\GHOLYHUHGSXQFWXDOLW\DSSURSUL
E\ WZR ILUPV KRZHYHU WKH PDMRULW\ RI WKHP KDYH
PVDVEHLQJLPSRUWDQWEXWILUPVWDWHVWKDW³:KHQ
)LUPUHIHUVWRIOH[LELOLW\UHJDUGLQJWKHSURGXFWV
SHWLWLRQLVEDVHGRQORZHUSULFHVDQGDOOKDYHLGHQWL
VIURP,WDO\7XUNH\(J\SW0RURFFRDQG&KLOH,QW
SHWLWRUV DUH 6SDLQ DQG ,WDO\ EHFDXVH WKH\ DUH DOVR
WLHV SURGXFHG HQWHUSULVHV IURP 6SDLQ WDNH DGYDQWDJ
LOH DQG0RURFFRKDYH ORZ ODERU FRVWV KRZHYHU WKH
RZHUTXDOLW\SURGXFWV
WKHPRVWLPSRUWDQWSURGXFWFKDUDFWHULVWLFV7KHTXHVW
WSHUVSHFWLYHV7DEOHGHSLFWVWKHVXPPDU\RIWKHILQ
RVWLPSRUWDQWWUDLW
FHDQGQHWZRUN LQ
XVWRPHUVWKDW³DUH
DQG´LVWKHDQVZHU
RIWDEOHROLYHVDQG

HIROORZHGE\WKH
DWHGRFXPHQWDWLRQ
 TXDOLW\ DVVXUDQFH
WKH\LPSRUWIURP
WKHSDFNDJLQJDQG
ILHG6SDLQDVWKHLU
KHFDVHRIILUP
SURGXFLQJ RUJDQLF
H RI HFRQRPLHV RI
\ DUH LGHQWLILHGE\
LRQZDVSXUSRVHO\
GLQJV
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7DVWH LV SHUFHLYHGE\ H[SRUWHUV DV WKHPRVW LPSRUWDQW YDULDEOH IROORZHGE\TXDOLW\7KH WHUPTXDOLW\ LV YHU\
EURDG DQG WKH WKUHH ILUPV WKDW LGHQWLILHG TXDOLW\ GLG QRW SUHVHQW IXUWKHU LQVLJKWV RQ WKHLU SHUFHSWLRQ RI TXDOLW\
7H[WXUH DQG DSSHDUDQFHKDYHEHHQ LGHQWLILHG DV LPSRUWDQW RQO\E\ WZR ILUPV2QO\RQH UHVSRQGHQW LGHQWLILHG WKH
SURFHVVLQJ PHWKRG DV EHLQJ LPSRUWDQW ,W VKRXOG EH QRWHG WKDW ZLWK WKH H[FHSWLRQ RI WDVWH WKHUH LV QR RWKHU
FRPPRQO\DFFHSWHGSURGXFWFKDUDFWHULVWLFSHUFHLYHGDVEHLQJLPSRUWDQW$VILUPVWDWHG³(YHU\ILUPSURGXFHVLWV
RZQWDEOHROLYHV´
7DEOHROLYHYDULHWLHV
$OOILUPVKDYHLGHQWLILHGDVWKHPRVWZLGHO\NQRZQYDULHWLHVRI*UHHN7DEOHROLYHVWKHRQHVIURPWKHUHJLRQVRI
.DODPDWDDQG+DONLGNL ,QERWK UHJLRQV WKH3'2FHUWLILFDWLRQ UHJDUGLQJ WDEOHROLYHVKDVEHHQHVWDEOLVKHG/DVWO\
DQRWKHUYDULHW\WKDWDSSHDUHGVHYHUDOWLPHVZDV$PSKLVVD¶VWDEOHROLYHVZKLFKDOVRKDYHWKH3'2FHUWLILFDWLRQ
3ULFH
$OOH[SRUWHUVKDYHLQGLFDWHGWKDWWKHTXDQWLW\SURGXFHGHDFK\HDULVWKHPDLQIDFWRUWKDWDIIHFWVWKHSULFHRIWDEOH
ROLYHV)LUP WKHVDPSOH¶V ODUJHUH[SRUWHUDOVRPHQWLRQHG WKHTXDQWLWLHVDYDLODEOH IURPWKHSUHYLRXV\HDU7KH
UHSUHVHQWDWLYH RI ILUP  DOVR PHQWLRQHG ³([FHSW WKH TXDQWLWLHV SURGXFHG WKH SULFH LV DOVR DIIHFWHG E\ WKH
TXDOLWDWLYHFKDUDFWHULVWLFVRI WKHROLYHVPDLQO\ WKHLUDSSHDUDQFH´)LUP LGHQWLILHG WKHVDPHDVSHFWVDQGDGGHG
WKH DVSHFW RI GHPDQG )LUP  QRWHG WKH SURGXFHUV¶ SULFHV WKH TXDOLW\ RI WKH ROLYHV DQG ODVWO\ WKH SURFHVVLQJ
PHWKRGV,QDGGLWLRQWRWKHTXDQWLWLHVSURGXFHGILUPUHSRUWHGWKHTXDQWLWLHVSURGXFHGLQRWKHUFRXQWULHVDQGDOVR
DGGHG³«ODUJHU WDEOHROLYHH[SRUWHUVRIWHQSXUFKDVHELJTXDQWLWLHVRIROLYHV LQRUGHU WRPHHW WKHLUGHPDQG$VD
UHVXOW WKH FRVWV RI UDZ PDWHULDOV IRU VPDOO SURFHVVRUV LQFUHDVHV DQG WKH SULFH RI RXU SURGXFWV LV KLJKHU´ 7KH
UHVSRQGHQW IURP ILUP  LGHQWLILHG LQ DGGLWLRQ WR WKH TXDQWLWLHV SURGXFHG RWKHU FRVWV HJ SDFNDJLQJ PDWHULDOV
HQHUJ\HWF$OOWKHVHIDFWRUVDIIHFWWKHSULFHVWDELOLW\RIWDEOHROLYHV
5HVSRQGHQWVIURPILUPVDQGVWDWHWKDWSULFHLVLPSRUWDQW)LUPUHSRUWHG³WKHSULFHVKRXOGEHDVORZ
DV SRVVLEOH EXW WKDW LV QRW WKH ILUVW FULWHULRQ IRU XV DQG IRU RXU FXVWRPHUV´&RPSDQ\ PHQWLRQHG ³7KH SULFH
GHSHQGVRQWKHYDULHW\WKHSDFNDJLQJDQGWKHSURFHVVLQJ3ULFHFKDQJHVLIWDEOHROLYHVDUHZKROHSLWOHVVRUVOLFHG´
³0DUNHWV DUH ZLOOLQJ WR SD\ SUHPLXP IRU *UHHN WDEOH ROLYHV´ DFFRUGLQJ WR ILUP  )LQDOO\ WKH ILUP¶V 
UHSUHVHQWDWLYHVWDWHGWKDWSULFHLVLPSRUWDQWDQGGHSHQGVRQWKHPDUNHWVWDUJHWHG
7DVWH&RORU$SSHDUDQFHDQG$URPD
,QUHJDUGVWRWDVWHILUPVDQGEHOLHYHWKDWPDUNHWVGHPDQGWDEOHROLYHVZLWKVWURQJWDVWHRQWKHFRQWUDU\
ILUPQRWHG³WKHPDUNHWVUHTXLUHWDEOHROLYHVWKDWGRQRWKDYHVDOW\WDVWH7KH\ZDQWDPRUHQHXWUDOWDVWH´)LUP
QRWHGWKDWGHSHQGLQJRQWKHPDUNHWVSUHIHUHQFHVUHJDUGLQJWDVW\YDU\)LUPVDQGVLPSO\UHSRUWHGWKDW
WDVWHLVLPSRUWDQW
)LUPVDQGFRQVLGHUHG WKDWFRORU LV LPSRUWDQWKRZHYHU WKH\GLGQRWSURYLGHDQ\DGGLWLRQDO LQIRUPDWLRQ
)LUP  VWDWHG ³«FRORU GHSHQGV RQ WKH PDUNHW VRPH SUHIHU VWURQJHU FRORUV RWKHU QDWXUDO FRORUV´ )LUP 
PHQWLRQHG³«WKHPDMRULW\RIRXUWDEOHROLYHVDUHRID\HOORZJUHHQFRORU3HRSOHVWDUW ORRNLQJIRUOHVVSURFHVVHG
WDEOH ROLYHV WKXV FRORUV DUH PRUH QDWXUDO ,Q WKH SDVW FKHPLFDOV ZHUH XVHG WR EULJKWHQ WKH FRORUV´ )LUP 
UHSRUWHG WKDW IRU WDEOH ROLYHV IURP &KDONLGLNL WKH LGHDO FRORU LV VWUDZ \HOORZJUHHQ DQG IRU WKH .DODPRQ DQG
$PILVVD¶VYDULHWLHVWKHFRORULVGDUNEURZQ
)LUPVDQGEHOLHYHWKDWROLYHVVKRXOGKDYHDUHODWLYHO\KRPRJHQRXVDSSHDUDQFH)LUPVWDWHGWKDWWDEOH
ROLYHVVKRXOGEHELJ LQVL]HZLWKRXWDQ\ IODZV$FFRUGLQJ WRILUP WKHDSSHDUDQFH LVRQHRI WKHPRVW LPSRUWDQW
FKDUDFWHULVWLFV
7KHDURPDLVSHUFHLYHGDVDQLPSRUWDQWFKDUDFWHULVWLFE\DOOILUPV0RUHVSHFLILFDOO\WKHUHSUHVHQWDWLYHRIILUP
QRWHG³7KHDURPDVVKRXOGEHWKHRQHVRIIUHVKROLYHV2OGHUWDEOHROLYHVGHYHORSEDGDURPDVDQGIRUWKDWUHDVRQ
ZHDYRLGXVLQJWKHP´
,QWHUHVWLQJO\ WKHUH LV QR DJUHHPHQW RQ DOO YDULDEOHV WDVWH FRORU DSSHDUDQFH DQG DURPD 7KHUH DUH WZR
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FRQWUDGLFWRU\ ILQGLQJV UHJDUGLQJ WDVWH ,Q UHJDUGV WR FRORU RQO\ &KDONLGLNL¶V WDEOH ROLYHV KDYH EHHQ GHVFULEHG LQ
PRUHGHWDLO7KHUH LVDQDJUHHPHQWDPRQJ UHVSRQGHQWV WKDWDSSHDUDQFH LVYHU\ LPSRUWDQWKRZHYHU WKH\KDYHQRW
LGHQWLILHGVSHFLILFFKDUDFWHULVWLFVUHJDUGLQJLW
3DFNDJLQJ
3DFNDJLQJLVRIJUHDWLPSRUWDQFHDFFRUGLQJWRWKHPDMRULW\RIWKHUHVSRQGHQWV)LUPVWDWHVWKDWSDFNDJLQJPXVW
EHFRQYHQLHQW)LUPXWLOL]HVJODVVMDUV WLQFDQVSODVWLFFRQWDLQHUVDQGODUJHEDJVIRUEXONVDOHVLQUHWDLOVWRUHV
)LUPVHOOVLQEXONDQGXVHVEDUUHOV)LUPPHQWLRQVWKDWSDFNDJLQJGHSHQGVRQWKHPDUNHW
4XDOLW\DVVXUDQFH
$OOILUPVKDYHLGHQWLILHGTXDOLW\DVVXUDQFHV\VWHPVDVYHU\LPSRUWDQWEXWILUPVWDWHGWKDW³4XDOLW\DVVXUDQFH
LV DEVROXWH HVSHFLDOO\ LQ WKHSLW UHPRYDO LQ WKLV NLQGRI WDEOHROLYHV´)LUP LQ DGGLWLRQ WR WKHJHQHUDO TXDOLW\
DVVXUDQFHV\VWHPV LVDOVRFHUWLILHGDVDQRUJDQLFSURGXFHU7KHUHVSRQGHQWVXQGHUVWDQG WKH LPSRUWDQFHRITXDOLW\
DVVXUDQFHVFKHPHVIRUWKHLUH[SRUWHIIRUWVKRZHYHURQHRIWKHPDUJXHVWKDWTXDOLW\LVQRWOLPLWHGWRFHUWLILFDWLRQV
&RQVXPSWLRQSDWWHUQV
,QUHJDUGVWRSHUFDSLWDFRQVXPSWLRQDQGWRWKHLQFUHDVHRIFRQVXPHUQXPEHUVWKHILUP¶VUHSUHVHQWDWLYHVDLG³,
GRQ¶W UHDOO\ NQRZDERXW WKH SHU FDSLWD FRQVXPSWLRQ EXW , EHOLHYHPRUH DQGPRUHSHRSOH FRQVXPH WDEOHROLYHV´
)LUPQRWHG³<HVSHUFDSLWDFRQVXPSWLRQLVLQFUHDVLQJEXWDOVRWKHQXPEHURIWKHFRQVXPHUVLVLQFUHDVLQJVLQFH
WKHUHLVDQLQFUHDVHRIH[SRUWVGXHWRSURPRWLRQDOHIIRUWV´)LUPDQGVWDWHGWKDWWKHUHLVDQLQFUHDVHLQGHPDQG
VR SUREDEO\ ERWK WKH SHU FDSLWD FRQVXPSWLRQ DQG WKH QXPEHUV RI FRQVXPHUV KDYH LQFUHDVHG )LUP  SURYLGHG
VWDWLVWLFV RQ WKH SHU FDSLWD FRQVXPSWLRQ 0RUHRYHU WKH ILUP¶V UHSUHVHQWDWLYH UHSRUWHG ³&XUUHQWO\ ZLWK WKH
LPSOHPHQWDWLRQ RI QHZ WHFKQRORJLHV IRU WDEOH ROLYHV ZLWK ORZ VRGLXP FRQWHQW WDEOH ROLYHV DUH DOVR EHFRPLQJ
DWWUDFWLYHWRSHRSOHWKDWIDFHK\SHUWHQVLRQ´)LQDOO\WKHUHSUHVHQWDWLYHIURPILUPLQERWKFDVHVVDLG³%HFDXVHRXU
SURGXFWVDUHFHUWLILHGDVRUJDQLF,GRQRWNQRZ´
$FFRUGLQJ WR WKH UHVSRQGHQW RI ILUP  WDEOH ROLYHV DUH QRW EHFRPLQJ SDUW RI WKH FRQVXPHUV¶ GLHW ZKLOH WKH
UHSUHVHQWDWLYHRIILUPUHSOLHGWKDWKHGLGQRWNQRZ2QWKHFRQWUDU\ILUPEHOLHYHVWKDWWKH\EHFRPHDSDUWRI
WKH GLHW ZKLOH ILUP  VDLG ³WKH FRQVXPSWLRQ RI KLJK TXDOLW\ QDWXUDOO\ SURFHVVHG WDEOH ROLYHV EHFRPHV PRUH
LPSRUWDQW IRU WKH FRQVXPHUV¶ GLHW +RZHYHU WKLV GRHV QRW DSSO\ WR FKHDSHU FKHPLFDOO\ SURFHVVHG WDEOH ROLYHV´
6LPLODUO\ILUPVWDWHG³&HUWDLQO\LWEHFRPHVPRUHLPSRUWDQWEHFDXVHWKHQDWXUDOFKDUDFWHUDQGWKHKHDOWKEHQHILWV
RI WDEOH ROLYHV DUH KLJKOLJKWHG´ )LUPV  DQG  UHIHG WR WKH LQFUHDVHG VDOHV DQG H[SUHVVHG WKHLU EHOLHI WKDW WKH
FRQVXPSWLRQRIWDEOHROLYHVKDVEHFRPHSDUWRIWKHFRQVXPHUV¶GLHW
7KHFRQVXPHUVDUHQRWDZDUHDERXWWKHKHDOWKEHQHILWVRIWDEOHROLYHVDFFRUGLQJWRWKHUHVSRQGHQWVRIILUPV
 DQG  )LUP  UHSOLHG ³7KH FRQVXPHUV DUH DZDUH WKDW WDEOH ROLYHV DUH JRRG IRU WKHP EXW QRWKLQJ PRUH
VSHFLILF´6LPLODUO\ILUPVDQGUHIHUUHGWRWKH0HGLWHUUDQHDQGLHWDQGWKDW WDEOHROLYHVDUHDPDMRUSDUWRILW
)LUPMXVWVWDWHGWKDWFRQVXPHUVDUHDZDUHRIWKHLUKHDOWKEHQHILWV
7KHZD\VRI FRQVXPLQJ WDEOHROLYHVZHUH DOVR H[DPLQHG )LUPV  DQGPHQWLRQHG WKDW FRQVXPHUVXVH
WDEOHROLYHVLQVDODGVILUPVDQGLGHQWLILHGWKHLUXVDJHLQSL]]D$FFRUGLQJWRWKHUHVSRQGHQWVWDEOHROLYHVFDQ
EHFRQVXPHGDVDSSHWL]HUDQDSHULWLIDQGDVDVQDFN)LUPVDLG³7DEOHROLYHVFDQEHFRQVXPHGLQ
WKHHYHU\GD\GLHWLQPDQ\GLIIHUHQWZD\V´)LUPGLGQRWUHSO\WRWKLVTXHVWLRQ
&RQVXPHUV
5HVSRQGHQWV IURP ILUPV   DQG  KDYH QRW LGHQWLILHG DQ\ VSHFLILF PDUNHW VHJPHQW QHLWKHU WKHLU ILQDO
FXVWRPHUV¶ VRFLRFXOWXUDO VWDWXV ,Q DGGLWLRQ UHSUHVHQWDWLYHV RI ILUPV   DQG  VWDWHG WKDW WDEOH ROLYHV DUH
FRQVXPHG E\ D ZLGH UDQJH RI FRQVXPHUV VLQFH WKH\ FDQ EH XVHG LQ YDULRXV ZD\V DQG DUH DIIRUGDEOH 2Q WKH
FRQWUDU\ ILUP UHSRUWHG³*UHHN WDEOHROLYHVDUHPRUHH[SHQVLYH WKDQ WKH UHVW VR WKH VRFLRFXOWXUDO VWDWXVRI WKH
FRQVXPHUVLVKLJKHU´
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7KH UHSUHVHQWDWLYH RI ILUP  KDV LGHQWLILHG WUDYHOHUV VSHFLDOW\ PDJD]LQH UHDGHUV DQG LQGLYLGXDOV WKDW YLVLW
ZHEVLWHV UHODWHG WR XQLTXHVSHFLDO IRRG SURGXFWV DV WKHLU W\SLFDO FRQVXPHUV )LUP  KDV LGHQWLILHG FRXQWULHV LQ
ZKLFK*UHHNVOLYH7KHUHVSRQGHQWIURPILUPVWDWHGWKDW³:HOHDUQDERXWRXUFRQVXPHUVLQWKHIRRGH[KLELWLRQV
WKDWZHSDUWLFLSDWH´)LUPVDQGWKH\GLGQRWLGHQWLILHGDQ\VSHFLILFPDUNHWVHJPHQW
7KHDERYHILQGLQJVUHYHDOWKHODFNRIPDUNHWLQJUHVHDUFKRQWKHPDUNHWVWKH\DUHH[SRUWLQJ WR$VDUHVXOW WKH
PDMRULW\RI*UHHNILUPVKDYHQRWLGHQWLILHGQRUDGGUHVVHGVSHFLILFFXVWRPHUQHHGV
)XWXUHRI*UHHNWDEOHROLYHVHFWRU
,QDOOFDVHVZLWKWKHH[FHSWLRQRIRQHWKH*UHHNWDEOHROLYHH[SRUWHUVDUHRSWLPLVWLFDERXWWKHLUVHFWRU¶VIXWXUH
VRPH RI WKH ZRUGV XVHG WR GHVFULEH LW DUH SRVLWLYH  JUHDW  YHU\ SURPLVLQJ  ULVLQJ  SRVLWLYH
H[SORVLRQ )LUPDGGHG WKDW WKH VLWXDWLRQVZRXOGEHHYHQEHWWHU LI FRRUGLQDWLRQ DQGFROODERUDWLRQEHWZHHQ
H[SRUWHUVDQGSURGXFHUVLVLPSURYHG2QWKHFRQWUDU\ILUPVWDWHG³,GRQRWKDYHDQRSLQLRQDERXWWKHIXWXUHRI
WKH*UHHN WDEOH ROLYH H[SRUWLQJ VHFWRU:KDW , NQRZ WKRXJK LV WKDW RXU FXVWRPHUV DUH YHU\ FRQFHUQHG DERXW WKH
FXUUHQWILQDQFLDOVLWXDWLRQ)RULQVWDQFHWKH\QRORQJHUSODFHODUJHRUGHUVDQGGRQRWPDNHDQ\DGYDQFHGHSRVLWVDQG
SD\PHQWV´7KHUHVSRQGHQWIURPILUPUHIHUUHGWRWKHFRXQWU\¶VILQDQFLDOSUREOHPVDQGWKHSRWHQWLDO*UH[LW

%DUULHUVRI*UHHNWDEOHROLYHV
$FFRUGLQJWRILUP³2QHRIWKHPDLQEDUULHUVLVWKHODUJHQXPEHURIILUPVLQWKHVHFWRUWKHXQFRQWUROOHGVPDOO
SURGXFWLRQDQGSURFHVVLQJXQLWVDUHDQLVVXH´)LUPVWDWHG³:HKDYHWRSURYHWKDWZHDUHFRQVLVWHQWDQGZHQHHG
WR HGXFDWH PDUNHWV WKDW *UHHN WDEOH ROLYHV MXVWLI\ WKHLU KLJKHU SULFH GXH WR WKH VSHFLDO FKDUDFWHULVWLFV´ )LUP 
LGHQWLILHGDVEDUULHUVWKHQXPHURXVVPDOOILUPVWKHEXVLQHVVDSSURDFKRIVRPHILUPVWKHODFNRIDVSHFLILFVWUDWHJ\
WKHLQVXIILFLHQWNQRZOHGJHDERXWWKHPDUNHWVDQGWKHODFNRI5	'GHSDUWPHQWV)LUPLGHQWLILHGDVDEDUULHUWKH
LQWHQVHFRPSHWLWLRQIURPRWKHUFRXQWULHV)LUPDGGHG WKH ODFNRIFRRUGLQDWLRQDQGFROODERUDWLRQDPRQJ*UHHN
SURGXFHUVSURFHVVRUVRI WDEOHROLYHV  ,QDGGLWLRQ WKHUHVSRQGHQW IURPILUP LGHQWLILHGEXUHDXFUDF\DQG ODFNRI
DYDLODEOHIXQGVDVPDLQH[SRUWEDUULHUV
,QFUHDVHRIFRPSHWLWLYHQHVV
$EHWWHUFRRUGLQDWLRQEHWZHHQWKHVHFWRU¶VVWDNHKROGHUVZRXOGLQFUHDVHWKHFRPSHWLWLYHDGYDQWDJHRIWKH*UHHN
WDEOH ROLYHV DFFRUGLQJ WR ILUP  )LUP  PHQWLRQHG WKH QHHG WR LQFUHDVH WKH ILUPV¶ VL]H LQ RUGHU WR DFKLHYH
HFRQRPLHVRI VFDOH)LUPHPSKDVL]HG WKHQHHG WRHVWDEOLVKD VWURQJQDWLRQDOEUDQGDQG WRSURPRWH WKH VSHFLDO
FKDUDFWHULVWLFVRI*UHHNWDEOHROLYHV)LUPEHOLHYHVWKDWDVWDEOHSULFHRIUDZPDWHULDOVDQGRIWKHSURGXFW¶VSULFH
LQLQWHUQDWLRQDOPDUNHWVFRXOGSURYLGHWKHJURXQGIRULQFUHDVHGFRPSHWLWLYHQHVV)LUPVWDWHGWKDW³)LUPVVKRXOG
REWDLQPRUHPDUNHW UHODWHG LQIRUPDWLRQ DQG FRPPXQLFDWH  LQ RUGHU WR HVWDEOLVK D FRPPRQ VWUDWHJ\ UHJDUGLQJ WKH
SXUFKDVH RI UDZ PDWHULDOV DQG WKH PDUNHWLQJ RI WDEOH ROLYHV LQ RUGHU WR EHFRPH PRUH SULFH FRPSHWLWLYH ³,W LV
LPSRUWDQW IRU ILUPV WR LQYHVW RQ IDFLOLWLHV DQG XSJUDGH WKHLU HTXLSPHQW EXW DOVR WR EHFRPHPRUH NQRZOHGJHDEOH
DERXWWKHLUSURGXFWWKHSURFHVVLQJDQGWKHPDUNHWV´DFFRUGLQJWRILUP6LPLODUO\WKHUHVSRQGHQWIURPILUP
VWDWHGWKDW³*UHHNWDEOHROLYHH[SRUWHUVQHHGWRLPSURYHWKHPVHOYHVDWDOOOHYHOV´
&RQFOXVLRQ
7KH DLPRI WKLV UHVHDUFK LV WR JDLQ LQVLJKWV RQ WKH SHUFHSWLRQ RI*UHHN WDEOH ROLYH H[SRUWHUV UHJDUGLQJ H[SRUW
VXFFHVVIDFWRUV7KHWDEOHROLYHVHFWRULVRILQFUHDVLQJLPSRUWDQFHIRUWKHFRXQWU\¶VH[SRUWVDQGHFRQRP\'XHWRWKH
ODFNRIUHODWHGOLWHUDWXUHDTXDOLWDWLYHDSSURDFKZDVXVHG
5HJDUGLQJWKHIRUHLJQFXVWRPHUVWUXVWZRUWKLQHVVLVFRQVLGHUHGDVWKHPRVWLPSRUWDQWFKDUDFWHULVWLFE\DOO*UHHN
H[SRUWHUV2QWKHRWKHUKDQGLQWHUQDWLRQDOFXVWRPHUVUHTXLUHE\*UHHNILUPVKLJKTXDOLW\SURGXFWVFDSDELOLW\DQG
ZLOOLQJQHVVWRKRQRUWKHDJUHHPHQWVJRRGSULFHVDQGTXDOLW\DVVXUDQFHFHUWLILFDWLRQVIRUVXFFHVVIXODQGORQJODVWLQJ
FROODERUDWLRQV
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7KHH[SRUWHUVRI*UHHN WDEOHROLYHVDUH IDFLQJSULFHUHODWHGFRPSHWLWLRQPDLQO\ IURP6SDLQ2WKHUFRPSHWLWRUV
DUH ILUPV IURP7XUNH\ DQG(J\SW KRZHYHU WKHTXDOLW\RI WKHLU SURGXFWV FDQQRW FRPSHWHZLWK*UHHN WDEOHROLYHV
DFFRUGLQJWR*UHHNH[SRUWHUV
7KHUHDUHVHYHUDOFKDQQHOVWKDWILUPVDUHXVLQJWRPDNHWKHLUSURGXFWVDYDLODEOHWRILQDOFRQVXPHUV0RVWRIWKH
VDPSOH¶VILUPVVHOOWRWUDGHUVIROORZHGE\LQGXVWU\GHOLFDWHVVHQVWRUHVDQGUHVWDXUDQWV7KHUHWDLOVWRUHVDUHWDUJHWHG
RQO\E\DVPDOOHUQXPEHURIH[SRUWHUV
3ULFH LVSHUFHLYHGDVDQ LPSRUWDQW IDFWRUDQG WRD ODUJHH[WHQGGHSHQGVRQ WKHTXDQWLWLHVSURGXFHGHYHU\\HDU
+RZHYHUSULFHLVQRWFRQVLGHUHGDVDOLPLWLQJIDFWRUIRUH[SRUWVXFFHVVVLQFH*UHHNWDEOHROLYHH[SRUWHUVSHUIRUP
ZHOOZLWKRXWIRFXVLQJRQFRPSHWLWLYHSULFLQJVWUDWHJLHV
$QXPEHURISURGXFWFKDUDFWHULVWLFVZHUHLGHQWLILHGDVLPSRUWDQWIRUH[SRUWVXFFHVV7DVWHLVFRQVLGHUHGWREHWKH
PRVW LPSRUWDQW RQH DOWKRXJK WKHUH LV QR FRQVHQVXV DERXW WKH ³LGHDO´ WDVWH ,Q DGGLWLRQ SURGXFW TXDOLW\ LV DOVR
SHUFHLYHGDVLPSRUWDQWDVZHOODVWKHTXDOLW\DVVXUDQFHV\VWHPV6RPHRIWKHILUPVDOVRUHIHUUHGWRSURGXFW¶VWH[WXUH
DQGDSSHDUDQFH7KHFRORUSUHIHUHQFHYDULHVZLWKWKHPDUNHWVKRZHYHUVSHFLILFFRORUVDUHDVVRFLDWHGZLWKVSHFLILF
YDULHWLHV5HVSRQGHQWVDOVRLGHQWLILHGWKH³JRRG´DURPDDVDQRWKHUFUXFLDOSURGXFWFKDUDFWHULVWLFIRUH[SRUWVXFFHVV
3DFNDJLQJ LV DQ LPSRUWDQW IDFWRU DFFRUGLQJ WR UHVSRQGHQWV KRZHYHU EHFDXVH WKH\ H[SRUW WKURXJK GLIIHUHQW
FKDQQHOV QR VSHFLILF SDFNDJLQJ VL]H DQG PHWKRG ZDV LGHQWLILHG $SSDUHQWO\ WKH SDFNDJLQJ W\SH GHSHQGV RQ WKH
PDUNHWWKHGLVWULEXWLRQFKDQQHODQGWKHILQDOFXVWRPHUV
5HJDUGLQJ WKHLU ILQDO FRQVXPHUV QR VSHFLILF VHJPHQWV DQG VRFLRFXOWXUDO VWDWXV KDV EHHQ PHQWLRQHG E\ WKH
PDMRULW\RIWKHILUPV0RUHRYHUQRVSHFLILFSURGXFWFRQVXPSWLRQSDWWHUQVKDYHEHHQLGHQWLILHGE\WKHPDMRULW\RI
WKHILUPVZLWKWKHH[FHSWLRQRIWKUHHDFFRUGLQJWRZKLFKWDEOHROLYHVDUHXVHGLQVDODGV7KHVHUHVXOWVLQGLFDWHWKDW
OLPLWHG PDUNHW UHVHDUFK KDV EHHQ FRQGXFWHG UHJDUGLQJ WKLV SURGXFW %\ FRQGXFWLQJ D PDUNHW UHVHDUFK WKH ILUPV
ZRXOG WDLORU WKHLU RIIHUV WR VXLW WKH QHHGV RI WKHPDUNHW WKDW WKH\ DUH H[SRUWLQJ WR 7KLV ZRXOG UHGXFH ULVNV DQG
LQFUHDVHWKHFKDQFHVRIFKRRVLQJWKHEHVWSRVVLEOHPDUNHWDQGWKHEHVWZD\RIH[SRUWLQJ'HODQH\
7KH H[SRUW EDUULHUV LGHQWLILHG DUH WKH ODUJH QXPEHU RI VPDOO ILUPV DQG WKH ODFN RI FRRSHUDWLRQ EHWZHHQ WKH
VWDNHKROGHUV DV D UHVXOW WKH LPSOHPHQWDWLRQ RI D FRPPRQ VWUDWHJ\ EHFRPHV PRUH FRPSOH[ DQG GLIILFXOW
,QWHUHVWLQJO\HQRXJK WD[DWLRQDQGEXUHDXFUDF\ZHUHQRW LGHQWLILHGDVH[SRUWEDUULHUV7KURXJKFRRSHUDWLRQ ILUPV
FRXOG LQYHVW LQ QHZ SURGXFW GHYHORSPHQW DQG PDUNHW UHVHDUFK ,W VKRXOG EH QRWHG WKDW FRRSHUDWLRQ DPRQJ
DJULEXVLQHVV ILUPV LQ*UHHFH WKDW VHHN WR H[SRUW LV EHFRPLQJ D UHTXLUHPHQW GXH WR WKH ILUPV¶ VPDOO VL]H DQG WKH
FRPSOH[LW\RIWKHLQWHUQDWLRQDOPDUNHWV+RZHYHUWKHRYHUDOOVHFWRU¶VIXWXUHLVSHUFHLYHGWREHSRVLWLYHE\DOORIWKH
UHVSRQGHQWVZLWK WKH H[FHSWLRQRI RQH WKH ILUP WKDW SURGXFHVRUJDQLFSURGXFWV DQG H[SRUWV WKH ORZHVW TXDQWLW\
$SSDUHQWO\LWLVYHU\FKDOOHQJLQJIRUVPDOOHUILUPVWRVWD\FRPSHWLWLYHDQGH[SDQGWRLQWHUQDWLRQDOPDUNHWV
7KHPDLQFRQWULEXWLRQRIWKLVSDSHULVWKDWLWH[SDQGVWKHFXUUHQWNQRZOHGJHRQIRRGH[SRUWVXFFHVVIDFWRUVDQG
SURYLGHVLQVLJKWVRQWKHVSHFLILFSURGXFW)XUWKHUPRUHWKHLGHQWLILFDWLRQRIWKHDERYHIDFWRUVVHWVWKHIUDPHZRUNIRU
IXWXUH TXDOLWDWLYH DQG TXDQWLWDWLYH UHVHDUFK RQ WKH WRSLF ,Q DGGLWLRQ WKHUH DUH SUDFWLFDO LPSOLFDWLRQV IRU
HQWUHSUHQHXUV VLQFH LW SURYLGHV LQVLJKWV LQWR H[SRUWLQJ FKDOOHQJHV DV ZHOO DV SURGXFW FKDUDFWHULVWLFV YDOXHG LQ
LQWHUQDWLRQDOPDUNHWV
5HVHDUFKOLPLWDWLRQVDQGUHFRPPHQGDWLRQVIRUIXWXUHUHVHDUFK 
7KHPDLQOLPLWDWLRQRIWKLVVWXG\LVWKDWQRWULDQJXODWLRQPHWKRGRIGDWDJDWKHULQJDQGDQDO\VLVZDVFRQGXFWHG,Q
RUGHUWRJHQHUDOL]HWKHUHVXOWVWRWKH*UHHNWDEOHROLYHVHFWRUWKHTXDQWLWDWLYHDSSURDFKVKRXOGEHXVHG
,WLVVXJJHVWHGWRH[SORUHWKHFRQVXPSWLRQSDWWHUQVRIWDEOHROLYHVLQDGGLWLRQWRWKHIDFWRUVWKDWDIIHFWFRQVXPHUV
SXUFKDVLQJEHKDYLRUVLQFHWRWKHEHVWRIRXUNQRZOHGJHWKHUHLVQRSUHYLRXVUHVHDUFKRQWKHVHLVVXHV)XUWKHUPRUHD
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